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m British Columbia Securities Commission

BCSC

Freedom of information and Protection of Privacy Act The personal
the purpose of administering the Securities Act. C) questions about the ¢
Reporting (604-899-6729), PO Box 10142, Pacific Centre, 701 West Get

INSTRUCTIONS
This report must be filed by the Exchange Issuers within 60 days of the
end of thelr first, second and third quarters and within 140
days of thelr year end. "Exchange Issuer” means an issuer whose
securities are listed and posted for trading on the Canadian Venture
Exchange and are not listed and posted on any other exchange or
quoted on a trading or quotation system in Canada. Three
schedules must be ettached to this report as follows:
SCHEDULE A: FINANCIAL STATEMENTS
Financial statements prepared in accordance with generally
accepted accounting principles are reguired as follows:
For the first, second and third financial quarters:
Interim financial statemants prepared in accordance with section
1751 of the CICA Handbook, Including the following: balance sheet
income stat W, stat it of r d eamings, cash fiow
statement, and notes to the financlal statements.
The- pedods required to be presented, consistent with CICA
!{andbook Section 1751 are as follows:
+_‘A'balance sheet as of the end of the current interim period and
: a comparative balance sheet as of the end of the immediately
*'preceding fiscal year
+:a statemnent of retained eamings cumulatively for the current fiscal
"'year-to-date, with a comparative statement for the comparable
- year-to-date period of the immediately preceding fiscal year; and 2.
+: Income statements and cash fiow stalements for the current
. inferim period and cumulatively for the current fiscal year-to-date,

with comparative stat ts for the comparable interim periods 3.
{cument and year-to-date) of the Inmediately preceding fiscal
year

For-the financial yesr end:

Annual audited financial statements prepared on a comparative

basis.

Exchange lssuers with a fiscal year tess than or greater than 12

Months should refer to National Policy No. 51 Changes in Ending

Date of o Financial Year end In Reporting Status for guidance.

lsstiers in the development stage are directed lo the guidance -

provided in CICA Accounting Guidelines AcG-11 Enterprises Inthe

Deve'lopmenr Stage that states “enterprises in the development-

$t3ge’are encouraged to disclose In the income statement and in the

cash fiow statement cumutative batances from the inception of 1he 4.

development stage.”

Issues that have been involved in a reverse take-over should refer

to the-gusdancs found in BCIN #52-701 (previously NIN 281/21)-with

respect to such transactions including the requirement for disciosure

of supplementary Information regarding the legal parent" s prior “

fimancial operations. e

SCHEDULE B SUPPLEMENTARY INFORMATION

The ! y inf tion set out belowmust be prévlded

when not inctuded in Schedule A. - .

1.. Analysis of expenses and deferred costs

" “Provide a breakdown of amounts presented in the ﬁnancial
statemants for the following: deferred or expensed axploration
expensed research, deferred or expensed develop it, cost of
sales, marketing expenses, genera! and administrative expenses.
_and any othgr material expenses reported in the income 5.
; statemnant any ‘any other mateﬁal deferrad oosns presen!ed ln the

balance sheet. :

BC FORM 51 -901 F
(previously Form 61)

ity of and used for
tsor, Financial
la 1-800-373-6393

A ==

03 037 942 .:n,.‘, w ute total amount for a

... waSSMCation presented on the face of the financlal
statements. All other components of a material classification may
be grouped together under the heading "miscellaneous’ or "other’
in the cost breakdown; the total for "miscellansous” should not
exceed 30% of the total for a material classification.

Breakdowns are required for the year-to-date period only
Breakdowns are not required for comparative periods.

Issuers in the development stage are reminded that Section
3(8)(b) of the BC Securities Commission’s Rules requires a
schedule or note to the financial statements containing an
analysls of each of exploration, research, development and
administration costs, whether expensed or deferred and if the
issuer is a natural resource Issuer, that analysis for each material
property. Because the analysis required by Rule 3(9)(b) must be
included in the financial stat its, the information does not
have to be repeated In Schedule B. Consistent with CICA
Accounting Guidelines AcG-1 1, stafl considers an issuer to be in
the development stage when It Is devoting substantially all of its
operations have not commenced. Further, In staffs view, the lack
of significant revenues for the pas! two years normally indicates
that an issuer is In the development stage.

Related party trensactions

Provide disclosure of all related party transactions as specified in -

Section 3840 of the CICA Handbook.

Summary of securities issued and options granted during the

period

Provide the following information for the year-to-date period:

(a) summary of securities issued during the period, including
date of issue, type of security (common shares, convertibla
debentures, efc.), type of issue (private placement, public
offering, exercise of warrants, etc.) number, price, total

ds, type of consideration (cash, property, efc.) and
commlsslon paid, and

(b) summary of options granted during the period, including
date, number, nams of optionee for those options granted to
insiders, generic description of other opt (e.n.
employees”,) exercise price and explry date.

Summary of securities as at the end of the reporting period

Provide the following information as at the end of the reporting

pertod:

(a) description of authorized share capital including number of
shares for each class, dividend rates on prafemed shares
and whether or not cumulative, redemption and conversion
and

(b) number and recorded value for shares issued and
outstanding

(c) description of options, wamrants and convertible securities
outstanding, including number or amount, exercise or
conversion price and expiry date, and any recorded value,
and

(d) number of shares in each class of shares subject to escrow
or pooling agreements.

List the names of the directors and officers as et the dste this

report is signed and filed.
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SCHEDULE C: MANAGEMENT DISCUSSION AND ANALYSIS
1. General Instructions
(a) Management discussion pnd analysis provides management
with the opportunity to discuss an issuers business, cumrent
financial results, position and future prospects.
(b) Focus the discussion on material information, inchuding liquidity,
capital resources, known trends, commitments, events, risks
or uncertainties, that is reasonably expected to have a
material effect on the issuer.
(c) Foran Issuer with active ongoing operations the discussion
should be substantive (e.g. generally two to four pages in
length); for an issuer with timited operations the discussion
may not be as extensive (6.9. one page).
(d) The discussion must be factual, balanced and non-promotional.
(6) Where the discussion relates to a mineral project, as defined in
Nationat Instrument 43-1 01 "Standards of Disclosure for
Minerat Projects,' the disclosure must comply with NI 43-101. 4.
2. Description of Business
Provide a brief description of the issuer's business. Where an
issuer is inactive and has no business, disclose these facts
together with a description of any plans to reactivate and the 5.
business the issuer intends to pursue.
3. Discussion of Operations and Financial Condition .- P
Provide a meaningful discussion and analysis of the issuer's
operations for the current year-to-date period presented In the
financlal statements. Discuss the issuer's financial condition as
al the date of the most recent balance sheet presented inthe . o
financlal statements, B -
The following is a list of items that should be addressed in
management’s discussion and analysis of the issuer's operations
and financial condition. This is not intended to be an exhaustive -
list of the relevant items. )
(a) expenditures included in the analysis of expenses and deferred
costs required under Securities Rule 3(8)(b) and Schedule B;
(b) acquisition or abandonment of resource properties matarial to
the issuer Including material terms of any acquisition or disposition;
(c) acquisition or disposition of other materiat capital assets
including material terms of the acquisition, or disposition;
(d) material write-off or write-down of assets;
(e) transactions with related parties, disclosed In Schedule B or the
notes to the financial statements;
{fy material contracts or commitments;
(g) material variances between the issuer's financial resutts and
information previously disclosed by the issuer, (for example if
the issuer does not achieve revenus and profit estimates
previously released, discuss this fact and the reasons for the
variance);
(h) material tems of any existing third party investor relations
arrangements or contracts including:

1. the riame of the person;
. the amount paid during the reporting period; and
fil. the services provided during the reporting period;

() legal procesdings;

() contingent liabilities;

(k) default under debt or other contractual obligations;

(1) a breach of corporate, securities or other laws, or of an
issuer's listing agreerment with the Canadian Venture
exchange including the nature of the breach, potential
ramifications and what is being done to remedy it;

{m) regulatory approval requirements for a significant transaction
Including whether the issuer has obtained the required
approval or has applied for the approval;

(n) management changes; or

(o) special resolutions passed by shareholders.

Subsequent Events

Discuss any significant events and transactions that occurred

during the time from the date of the financial statements up to the

date that this report is certified by the issuer.

Financings, Principal Purposes and Milestones

] (a) In a tabular forma, compare any previously disclosed principal

. purposes.soma ﬁnanchgto ‘actual expenditures made during
the reporting period.

(b} Explain any matenal variances and the impaci, If any, on the
issuer's ablﬁty to achieve prevlously dladosed objectives and
milestonas: * 5 i ¥ ] :

Liquidity and So?vancy ‘

Discuss the issuer's wondng mpital posnlon and its abllity o meet

ts ongoing obligations as they become due.
‘How to File Under National Instrument 13-101 - Systam for

Electronic Document Analysis and Retrisval (SEDAR)
BC Form 51 -801 F Quarterly and Year End Reports are filed under
Category of Filing: Conti Disclosure and Filing Type: interim

. Financia) Statements or Annual Financial Statements. Schedule A

(Financial Statements) is filed under Document Type: Interim Financial
Statements or Annual Financlal Statements. Schedule B
(Supplementary Information) and Schedule C (Management

"Discussion) are £ lled under Document Type: BC Form 51 -801 F

(previously Document Type Form 81 (BC)).

Mesting the Form Requiremants

BC Form 51 -901 F consists of three parts: Instructions to schedules A,
B and C, issuer detalls and a certificate. To comply with National
instrument 13-1 01 & is not necessary to reproducs the instructions that
are set out in BC Form 51 -801 £. A cover page to the schedules litied
BC Form 51 -801 F that includes the issuer details and certificate Is ail
that is required to meet the BC Form 51 -801 F requirements. The form
of certificate shoutld be amended 80 as to refer to one or two of the
three schedul quired to plete the report. .

1SSUER DETAILS FOR THE QUARTER ENDED | DATE OF REPORT

NAME OF IBSUER YYMMDOD

USA Video Interactive Corp. September 30, 2003 [ 03/11/19

ISSUER'S ADDRESS ;

837 West Hastings Street, Suite 507

CITY/PROVINCE POSTAL CODE ISSUER FAX NO. ISSUER TELEPHONE NO,

Vancouver, BC V6C 3N6 (604) 685-5777 (604) 685-1017

CONTACT PERSON CONTACT'S POSITION CONTACT TELEPHONE NO.
--Amnton(Tony) J. Drescher Director (604) 685-1017

CONTACT EMAIL ADDRESS WEB SITE ADDRESS

adrescher@usvo.com WWW,USV0.com

CERTIFICATE

The three schedulss required to complete this Quarterly Report are stteched and the disclosure contained therein has been approved by the boerd of Directors. A

copy of this Quarterly Report will be provided to any shareholder who requests i,

DIRECTOR'S SIGNATURE . . PRINT FULL NAME DATE SIGNED

Y Y| MiD
Y “Edwin Molina” : Edwin Molina ols|tfi]i]e
DIRECTOR'S SIGNATURE PRINT FULL NAME DATE SIGNED

Y Y|M Mi{D D
» “Anton J. Drescher” Anton J. Drescher 0 |3 1 |l 1 |9
FOCIACIF lavars)




USA -VIDEO INTERACTIVE CORP

o CONSOLIDATED FINANCIAL STATEMENTS

September 30, 2003

‘A (U naudlted)

(Stated in US Dollars)
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USA VIDEO INTERACTIVE CORP. AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS
‘ L Statedin U Dolla)

September 30, December 31,

2003 2002
wo(Ungudited) ...
ASSETS )
Current Assets: ) o .
~ Cash and cash equivalents. - $ 154,498 $ 48,708
Accounts receivable : 1,400 1,400
Prepaid expenses and other current assets C ’ ‘13,363 10,573
Total current assets 169,261 ) 60,681
Property and Equipment - at cost, net of accumuiated LommE
depreciation of $12,051 and $-0-, respectively 4018 211,314
Other Assets, net of accumulated amortization of $13,831 e e
and $11,339, respectively . o A2,657 .. 45149
Deferred Tax Assets, net of valuation aliowance . e e e
of $8,120,000 and $7 950 000 respecuvely o e e
Total Assets o s 215938 317,144
LIABILITIES AND STOCKHOLDERS' DEFICIENCY
Current Llabllmes : _ o
Accounts payable and accrued expenses o -§ 684,629 - - - § 1,082,499 -
Due to related parties . . 39,962 53,180
" Total current liabilities ST T s T Lsene
Commitments and Contingencim
Stockholders' Deficiency: R .
Preferred stock - no par value; authonzed 250, 000 000 shares
none issued
Common stock and additional paid-in capital -
no par value; authorized 250,000,000 shares,
issued and outstanding 114,337,088 and
103,745,088, respectively 31,180,901 30,357,906
Acfumulated deficit ) (31,689,556) - (31,176,441)
Stockholders' deficiency (508,655) (818,535)
Total Liabilities and Stockholders' Deficiency $ 215936 $ 317,144

APPROVED BY THE DIRECTORS:
“Anton J. Drescher” “Edwin Molina”
, Director , Director
Anton J. Drescher Edwin Molina
SEE ACCOMPANYING NOTES - -~



- - USAVIDEOINTERACTIVE-CORP. AND SUBSIDIARIES
! .CONSOLIDATED STATEMENTS OF OPERATIONS

. (Stated in US Dollars)

: naudited)

For the three months ended

For the nine months ended

September 30,  September 30, September 30,  September 30,
. 2003 2002 2003 2002
Revenue $ - $ 57,125 $ - $ 146,701
Expenses:
Cost of sales - 38,663 - 96,205
Research and development 34,000 38,258 34,000 273,839
Selling, general and administrative 115,702 124,385 . 448,939 775,316
Depreciation and amortization 4,848 132,624 14,543 397,874
Impairment loss on long-lived-assets 75,000 350,000 100,246 350,000
Noncash compensation ;ha;_ges 3,000 19,077 14,430 50,872
Total expenses 232,550 703,007 612,158 1,944,106
Loss from operations (232,550) (645,882) (612,158). (1,797,405)
Other income {expense) - : : .
Interest income (expense) 10 22 (8,633) 143
Other 8,228 4,524 107,676 {85,611)
8,238 - 4,546 99,043 (85,468)
Netloss. . . 8 . (224312) . $ (641336) 8 (513,115) § (1,882,873)
Net loss per share - basic and diluted. $... . (00) § (o 8 (00) . § (.02)
Weighted-average number of common
shares outstanding - basic and diluted 111,592,408 101,745,089 108,498,918 95,224,942
T K ERATAREIEIP N ¥
o Tresbige
SEE ACCOMPANYING NOTES
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USA VIDEO INTERACTIVE CORY; AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF COMPREHENSIVE OPERATIONS
" (Stated in US Dollars)
(eanalind)

For thé three months ended - “For the nine months ended
September 30, September 30, - - September 30, September 30,

2003 2002 - - -0 - 2003 2002
Net loss $ (224312) § (641,336) 5 (513,145) - § (1,882,873)
Other comprehensive income: o : P
Change in unrealized loss on marketable SR
securities - - " 86,487
Comprehensive loss _ _ 3 (224,312) 8 (641,336) . 8 (513,115) § (1,796,386)
SEE ACCOMPANYING NOTES



USA VIDEO INTERACTIVE CORP. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF STOCKHOLDERS' DEFICIENCY

(Stated in US Dollarsz

P P S o

(Unaudited)
Common Stock -

* Shurés -~ "Amoufit

Accumulated » Stockholders'

Deficit

Deficiency

Balance at December 31,2002

" Issuance of commor, stock and comraon’

stock warrants for cash .
Issuance of common stock upon
exercise of warrants

Noncash compensation charges .

.~ Netloss

¢

103,745,088  § 30,357,906
8,750,000 655,877
1,842,000 152,688

. 14,430

$ (31,176441) §

(513,115)

(818,535)
655,877
152,688

14,430
(513,115)

" Balanicé at'Septémber 30,2003° 7 7

114,337,088 $ 31,180,901

$ (31,689,556) §

(508,655)

SEE ACCOMPANYING NoTBS
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US4 VIDEO INTERACT ﬁ/ E-CORP. AND SUBSIDIARIES

For the three months ended

R AN FIOWS

For the nine months ended

_ September 30, September 30 September 30, September 36,

2003 ; 2002 ) 2002
Cash flows from operating activities: "_,' T . ‘
Net loss $" (224,312)' $ " (641,33 $(1,882,873)
Adjustments to reconcile net loss to net cash o 7 e
used in Operatmg activities: T A :
Baddebt -~ Coe e s 1753 17,753
Depreciation and amortization. 4,848. .. - 132,625, . 397,874
Impalrment loss on long-lived assets © 75,000 - -350,000 350,000
Gain o saje of equipment SRR -
Gain on settlement of accounts payable gLoegs: - T -
Moucash conpensation charge . LKL VRN £/ 5 LYy 14__430 .. 50872
Realized loss on sale of marketable securities - ’ SRR T
related parties - - 93,319
Changes in operating assets and liabilities: .
Decrease in accounts receivable - - 11,747
Increase in mventory - - 12,000
(Increase) decrease in prepaid expenses CoeE T R e
and other current assets. - 11,323 ... - {2,790) 10,808
Increase (decrease) in accounts payable and L e
accrued expenses ' 6,281 _' "_(327,7_61_)‘ .. 188,604
Decrease in due to related pames . {1,500) - (20,206) ‘(13,218) " (36,474)
Net cash used in operating activities (136,445) _(71,560) . (817,409} (786,370)
Cash flows from investing activities: L e R
Proceeds from equipment sales - o o 114,634 .
Proceed from sale of marketable securmes Ter e el R e CoT
related parties - Lo e 35,784
Net cash provided by investing activities - © 114634 35,784
Cash flows from financing activities: - .
Proceeds from the issuance of common stock S et Tt i
and warrants s 240,001 _f655 877f 700,000
Proceeds from the issuance of common stock L i e i v
== upon exercise of warrants - - 152,688 -
Net cash provided by financing activities 240001, . . - . 808565 700,000
Net increase in cash'and cash R L I R SR
equivalents’ : 103,556 (71, 60)'” 455 105,790 1 (50,586)
B -
Cash and cash equivalents at beginning of period 50,942 125,2 12 48,708 104,238
Cash and cash equivalents at end of period $ 154498 ¢ 53,652 $ 154498 $ 53,652
SEE ACCOMPANYING NOTES



USA VIDEO INTERACTIVE CORP.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
September 30, 2003
(Unaudited)

(Stated in US Dollars)

"~ NOTE A - BASIS OF PRESENTATION -

The accompanymg unaudlted consolldated financial statements have been prepared in
accordance with generally accepted accounting principles for interim financial information and
with the instructions to Form~10-Q and Rule 10-01(a)(5) of Regulation S-X. Accordingly, they
do not include all of the information and footnotes required by generally accepted accounting
principles for complete financial staterments. In the opinion of the management, all adjustments
(consisting of normal recurring accruals) considered necessary for fair presentation have been
~ included. The results for: the:interim periods are not necessarily indicative of the results that may
" be attained -for an entire ‘yéar or any future periods. For further information, refer to the
Financial Statements and'footnbtes thereto in the Company’s annual report on Form 10-K for the
" fiscal year Ended December 31, 2002.

NOTE B - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accompanying consolidated financial statements have been prepared assuming the Company
will continue as a goingiconcern. As shown ip the financial statements, the Company has
incurred losses of $513;115 for the nine-month period ended September 30,2003 - and
$2,113,138, $3,760,821 and $4,661,652 for the years ended December 31, 2002, 2001 and 2000,
’ respectwely These conditions raise doubt about the Company's ability to continue as a going
concern. The Company's ability to continue as a going concern is dependent upon its ability to
~ generate sufficient cash _flow to meet!its obligations as they come due which management
believes it will be able to do.--To.date, the Company has funded operations primarily through the
issuance of common stdck-and warrants to outside investors and the Company's management.
The Company believes that its operations will generate additional funds and that additional
“funding from outside investors and the Company's management will continiie to be available to
the Company when needed. The financial statements do not include any adjustments relating to
..the recoverability and classification of recorded assets, or the amounts and classifications of
. liabilities that might be necessary in the event the COmpany cannot.continue as a going concern.

Basic loss per common share (“EPS”) is computed as net loss divided by the weighted-average
number of common shares outstanding during the period. Diluted EPS includes the. impact of
common stock potentially issuable upon the exercise of options and warrants. Potential common
stock has been excluded from the computauon of diluted net loss per share as their inclusion
would b,e a:ltzdllutxve .
The assets and habllmes of the Company s forelgn subsxdlanes are translated into U S. dollars at
current exchange rates, and revenue and expenses are translated at average rates of exchange
. prevailing during the pervad The aggregate effect of translation adjustments is immaterial at
September 30 2003 and 2002




USA VIDEO INTERACTIVE CORP.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS | -
September 30,2003 .
(Unaudited) . -

(Stated in US Dollars) -

NOTE C- COMMON STOCK

On February 14, 2003 the Company issued 2,2000,000 units to investors at $ 0657 per umt
Each unit consisted of one share of common stock: and one warrant to purchase an addmonal
- share of common stock at $. 0657 per share :

On February 14, 2003, the Company lssued 550 000 umts to employees at $ 0657 per- umt Each. : |

unit consisted of one share of common stock and one warrant to purchase an additional share of

common stock at $.0657 per share. The Company charged operations for approximately $2,40C -

representing the differential between the fair value and the purchase price of the common stock
and for approximately $2,400 representing: the - differential between the fair value of the
underlying common stock and the exercise pnce of the warrants O :

On April 7, 2003, the Company lssued 1,200 000 units to: mvestors at $ 068>per unit; Each umt
consisted of one share of common stock and one warrant to purehase an addmonal share of

common stock at 3. 075 per share..

On April 7, 2003 the Company 1ssued 300 000 umts to employees at: $ 068 ‘per- umL Each umt
consisted of one share of common stock and one warrant to purchase ‘an: additional -share of
common stock at $.075 per share. The Company charged operations for approximately $3,000

representing the differential between the fair value and the purchase price of the common stock

and for approximately $900 representing the differential between the falr value of the underlymg
common stock and the exercise pnce of the warrants. RO

On May 30, 2003, the Company |ssued 1 ,300,000 units to mvestors at $ 088 per umt ‘Each unit

consisted of one share of common stock and:-one warrant to- purchase an'‘additional share of
common stock at $.1175 per share. The Company charged gperations: for. approxitnately $2,800
representing the dlfferentnal between the fair value and the purchase pnce of the common stock

On May 30, 2003, the Company 1ssued 200,000 umts to employees at $O8& per umt Each unit

consisted of one share of common stock and one warrant to purchase an addmonal share of -

common stock at $.1175 per share.

On September 23, 2003, the Company issued 2,800,000 units to-investors.at.$.08 per unit. Each

unit gonsisted of one share. of common stock and one warrant to pu.rchase an-additional share of
common stock at $.095 per share. . ,

et T e

" On September 23, 2003 ‘the Company issued 200,000 units to employees at $.08° per unit: Each

unit consisted of one share of commicr: stach and one warranit to purchiaseah-additiorial share of
common stock at $.095 per shate. The Company charged ‘operations:for:approximately: $3,000

representing the differential between the fair value and the purchase price of _{he__,comr,nonstock. S



USA VIDEC INTERACTIVE CORP.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
. " September 30,2003 :
(Unaudited)

(Stated in US Dollars)

CONTINUED NOTE C

From January 1 2003 to June 30 2003 tlxe Company issued 1, 842 000 shares of common stock
upon the exercising of warrants with exercise prices ranging from $.0640 to $.1000 per common
share as a differential between the falr value of the underlymg common stock and the exercise
price of the vsarra‘ns v . :

NOTE D CONTINGENT LIABILTIY

The Company is party to a default Judgement entered against one of the Company s subsidiaries.
During the year ended December 31,.1995, a claim was made to the Company for the total
amount payable under the terms of the lease with the Company’s subsidiaries for office space in
Dallas Texas through 2002 The Company’s management is of the opinion that the amount
payable under the terms of this;judgement is not estimable or determinable at this time and may
be substantially mitigated by the landlord renting the property to another party. The range of
possible loss is from $-0- to approximately $500,000. Any settlement resulting from the
resolution: of  this .contingency: will -be: accounted for in- the. penod of settlement when such
amounts are estimable or. determmable .

NOTEE - IMPAIRMENT OF LONG-LIVED ASSETS

1o Sy i

As the result of the Company s mablhty to raise revenues in accordance with the corporate
business plan, the Company continued operating at a loss for the nine-month period ended
September 30, 2003.-As a result, the Company commenced an impairment review of its long-
lived assets in accordance -with-Statement of Financial Accounting Standard (‘SFAS”) 144
“Accounting - of : the . Impairment. or-Disposal of Long-Lived Assets”. . As a result of this
impairment review,. the ‘€ompany..recorded an impairment loss of approxlmately $100,000
during the nine month period ended September 30 2003 to reduce the carrymg value of these
assets to 1ts estlmated fairvatue. o i

c,y::

NOTE F - PRO  FORMA CALCULATION

The Company ‘has elected 16 apply APB Opinion No. 25, Accounting for Stock Issued to
Employees,’ and -refated intérptetations in accounting for its stock options and has adopted the
disclosure-only provisions of Statement of Financial Accounting Standards (“SFAS™) No. 123,

~==A¢counting , for Stock-Based Compensation. . If the Company had elected to recognize
compensation cost: based. on the fair value of the options granted at the grant date as prescribed
by SFAS No.-123, the:Company’s'net loss-and net loss per common share for the three month
and nine month‘period's"‘ehded September:30, 2003 and 2002 would have been as follows:

(0
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USA VIDEO INTERACTIVE CORP.
: NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
: September 30, 2003 :
: (Unaudited)
(Stated in US Dollars)

i

CONTINUED - NOTE F . I R

H ‘ o Seﬁtember 30, September 30, September 30,. September 30,
' 2003 2002 '2003 - :

Net loss: : L L e,
As reported - . - $ (224,312) $ (641,336) 5"-(5]3_,1 )

Add: Stock-based cc;mpensaiion expense -
included in reported net loss : 4,848 9,539

Deduct: Total stock-based compensation
expense determined under fair value : g e
based method for all awards . T (10,440) (126,113) ..(37,785) - (283,754) .

Proforma * $(229.904) $ (757,910) § (536,357)  $(2,138,011)

T RIS U

Loss per cominon share-basic and diluted:

Asreported T8 (000) 0§ (001§ ""(Qi'gog;“" 0.02)

Proforma S8 (000 S (o.oi) S . (0,000 .:";@'10_2_)
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British Columbia Securities Commission

BCSC

QUARTERLY AND YEAR END REPORT
BC FORM 51 -901 F
(previously Form 61)

Freadom of Information and Protection of Privacy Act The personal information requested on this form Is collected under the authority of and used for

the purpose of administering the Securities Act. C) questions about the collection or use of this information can be directed to the Supervisor, Financial

Reporting (604-899-6729), PO Box 10142, Pacific Centre, 701 West Georgia Street, Vancouver BC V7Y 1L2. Toll Frea in British Cotumbia 1-800-373-6393

" INSTRUCTIONS

This report must be filad by the Exchange Issiiers wihin 60 days of the”

end of thelr first, second and third quarters and within 740
days of their year end. *Exchange issuer” means an lssuer whose
securities are listad and posted for trading on the Canadian Venture
Exchange and are not fisted and posted on any other exchange or
quoted on a trading or quotation system in Canada. :Three
schedules musi be attached to this report as follows:
SGCHEDULE A: FINANCIAL STATEMENTS
Financial statemants prepared in accordance with generally
accepted accounting principles are required asifollows:
For tha first, second end third financis! quarters;
Interim financial statements prepared in accordance with section
1751 of the CICA Handbook, inctuding the following: balance sheet
Income- statement, statement of retained eamings, cash flow
statement, and notes to the financiat statements.. ;
The periods required to be presented, conslstem wlth CICA
Handbook Saction 1751 are.as follows: .
» @ balance sheel as of the end of the curfe‘n’lnterlm perlbd and
a comparative balance sheet as of the end of the Immediately
praceding fiscal year
+ a statement of retained eamings cumulatively for the current fiscal
year-to-date, with 8 comparative st ent'for ifis comparabl -
year-to-date period of the Inmediately preceding fiscal year; and
« income statements and cash. flow statements for the curent

interim period and cumulatively for the current fiscabyear-to-date, . -

with comparative statements for the comparable interim periods
(current and year-to-date) of the immediately preceding fiscal
year .
For the financlal year end:
Annual audited financial statements prepared on a comparative
basls.
Exchange Issuers with a fiscal year less than or greater than 12
Months should refer to National Policy No. §1 Changes in Ending
Date of a Financial Year and in Reporting Status for guidance.
Issuers in the development stage are directed to the guidance
provided in CICA Accounting Guidelines AcG-11 Enterprises in the
Development Stage that states "enterprises in the development
Stage are encouraged to discloss in the income statement and In the
cash flow statement cumulative balances from the inception of the
development stage.” ‘
issues that have been involved in a reverse take-over should refer
to the'guiiance found in BCIN #52-701 (previously NIN #91/21) with
respect to such transactions including the requirement for disclosure
of supplementary information regarding the legal parent's prior
financlal operations.
SCHEDULE B. SUPPLEMENTARY INFORMATION
The supplementary Information set out below must be provided
when not included in Schedule A.
1. Analysis of exp and deferred costs
Provide a breakdown of amaums presented in the financlal
t ts for the fol! g: deferred or expensed exploration,
expensed research, defe ‘oreﬁ. lop , cost of
sales, marketing expanses, general and administrative expenses,
and any other material expenses reported in the income
statemnent and any other material deferred costs presented in the
balance sheel.

The breakdown should separately present, al a minimum, each

component that comprises 20% or more of the total amount for a

material classification presented on the face of the financial
tat 1s. All other

in the cost breakdown; the total for "misceflaneous” should not
exceed 30% of the tota! for a material classlfication.
Breakdowns are required for the year-to-date period only
Breakdowns are not required for comparative periods.

issuers in the development stage are reminded that Section
3(9)(b) of the BC Securities Commission's Rules requires a
schedule or note to the financial statements contalning an
analysis of each of exploration, research, development and
administration costs, whether expensed or deferred and if the

issuer is a natural resource issuer, that analysis.for each material
property. Because the analysis required by Rule 3(9)(b) must be

Included in the financial stataments, the Information does not
have to be repeated In Schedule B. Conslistent with CICA

- Accounting Guidelines AcG-1 1, staff considers an issuer to be In

the development stage when It is devoting substantially all of its

operations have not commenced. Further, In staffs view, the fack

of significant revenues for the past two years normally indicates
that an tssuer is In the development stage,

2. Relsted party transactions .
Provide disclosure of all related party transactions as specified in
. Section 3840 of the CICA Handbook.
3. Summary of securities issued and options granted during the
period

Provide the following information for the year-to-date period:
(a) summary of securities Issued during the period, including

date of issue, typs of security (common shares, convertible

debentures, efc.), type of issus (private placement, public
offering, exercise of warrants, etc.) number, price, total
proceeds, type of conslderation (cash, property, etc.) and
commission paid, and

(b) summary of options granted during the period, Including

date, number, name of optionea for thase options granted to

insiders, generic description of other opticnees (e.g.
employees”,) exercise price and expiry date.

4. Summary of securities as et the end of the reporting period
Provide the following information as at the end of the reporting
period:

(a) description of authorized shars capital inctuding number of
shares for each class, dividend rates on preferred shares
and whether or not cumulative, redemption and conversion
and’

{b) number and recorded value for shares issued and
outstanding

{c) description of options, warrants and convertible securmes
outstanding, including number or amount, exercise or
converslon price and expiry date, and any recorded vatue,
and

(¢) number of shares in each class of shares subject to escrow
or pooling agreements,

5. List the names of the directors and officars as 8t the date this
report Is signed and filed.

its of a material classification may
be grouped together under the heading "miscellaneous’ or "cther
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SCHEDULE C: MANAGEMENT DISCUSSION AND ANALYSIS
1. General instructions

(a) Management discussion and analysis provides management
with the opportunity to discuss an issuer's business, current
financlal resuits, position and futura prospeots

(b) Focus the discussion on mat tion, including liquidity,
capital resources, known trends, commltments events, risks
or uncertainties, that is reasonably expected to have a
material effect on the issuer. )

(¢) For an issuer with active ongoing operations the discussion
should be substantive {e.g. generally two {o four pages in
length); for an issuer with limited operations the discussion
may not be as extensive (e.9. one page).

(d) The discussion must be factual, balanced and non-promotional.

(e) Where the discussion refates to a mineral project, as defined In
National Instrument 43-1 01 “Standards of Disclosure for
Mineral Projects,’ the disclosure must comply with NI 43101,

2. Description of Business

Provide a brief description of the issuer's business. Where an

issuer is inactive and has no business, disclose these facts

fogether with a description of any plans to reactivate and the
business the issuer Intends to pursus.
3. Discussion of Operations and Financiel Condition

Provide a meaningful discussion and analysis of the issuers

oparations for the current year-to-date period presented in the

financial statements. Discuss the issuer's financial condition as-

at the date of the most recent balance sheet presented in the

financial statements,

The foliowing is a list of items that should be addressed in

management’s discussion and analysis of the issuers operations °

and financial condition. This is not intended to be an exhaustive

list of the relevant items.

(a) sxpenditures included in the analysis of expenses and deferred
costs required under Securities Rule 3(8)(b) and Schedule B;

(b} acquisition or ab t of ¢ ce properties material to

i. the ngme of the person;
i. the amount pald during the reporting period; and
1. the services provided during the reporting period;

() legal proceedings;

() contingent lisbiiities;

(k) default under debt or other eontractual obllnatlons,

{l) abreach of corporate, securities or other laws, or of an
issuers listing agreement with the Canadian Venture
exchange Including the nature of the breach, potential
ramifications arid what Is being dane to remedy It;

(m) regulatory approval requirements for a significant transaction
lndudlng whether the issuer has obtained the required

pp! | or has applied 1o the' al;
(n) managemeni changes; or
(0)  special resolutions passed by shareholders.
4. Subsequent Events

Discuss any significant events and transactions that occumred

durling the tme from the date-of the financlal statements up to the

date that this report is cerlified by the issuer.
5. Financings, Principal Purpases end Milestones

(8) !n a tabular format, compare any previously disclosed principal
purposes from a financing to actual expendltures made during
the reporting period

(b) Explain any materlal variances and me lmpact if any, on the
issuer’s ability to achieve previousry dlsdosed objectives and

) milestones, ’
6. Liguidity and Solvency ~ “i7"

Discuss the issuer's working caplta! posiﬂon and its ability to maet

its ongoing obligations as they become.due. ..

How to File Under National Ins!mmom 13-101 - Systom for

Electronic Document Anialysty and’ Retrieval {SEDAR)

BC Form 51 -001 F Quarterly and Year End Reports are filad under

Category of Flling: Continuous Disclosure and Filing Type: Interim

Financial Statements or Annual Financial Statements. Schedule A-

the issuer including material terms of any acquisition or disposition; (Financial Statements) I8 Yiléd ander Document Type: Interim Financial

(c) acquisition or disposition of other material capital assets
including material terms of the acquisition, or disposition;
() materlal wnte—oﬂ or! write-down of assets;

(e) d parties, disclosed in Schedule B of the

notes to the ﬁnandal statemems.

() material contracts or commitments;

(9) material variances between the issuer’s financial results and
information previously disclosed by the issuer, (for example If
the issuer does not achieve revenue and profit estimates
praviousty released, discuss this fact and the reasons for the
variance);

(h) material terms of eny existing third party investor relations
amangements or contracts including:

Statements or Annua! Financlal Statements. Schedule B
(Supplementary information) and Schedule C (Management
Discusslon) are f lled under Document Type: BC Form 51-801 F
(previously Document Typé:=arm 61 (BC)) :

Moaoting the Form Requirements . H

BC Form 51 -801 F consists of three parts Inatructions to schedules A,
B and C, issuer detalls and a certificats. To comply with Nationa?
tnstrument 13-1 01 it is not y to reproduce the instructions that
are set out in BC Form §1 -801 F. A cover page to the schedules titled
BC Form 51 -801 F that includes the issuer details and certificate is all
that is required to meet the:BC Form 51 -801 F requirements. The form
of certificate should be amended 50 as to refer to one or two of lhe
three schedules required to cunplete the reporL

FOR THE QUARTER ENDED | DATE OF REPORT

1SSUER DETALS
NAME OF ISSUER N YYRIMDD
USA Video Interactive Corp. September 30 2003 03/11/19
1SSUER'S ADDRESS
837 West Hastings Street, Suite 507 .
CITY/PROVINCE i POSTAL CODE e - . | 1BSUER TELEPHONE NO.
Vancouver, BC"™ V6C 3N6 {604) 685-5777 -~ . .- .- -1 (604) 685-1017
CONTACT PERSON - | coNTacTS POSTTION .| CONTACT TELEPHONE NO.
‘Anton (Tony) J. Drescher Director (604) 685-1017
CONTACT EMAR ADDRESS 'WEB SITE ADDRESS
adrescher@usvo.com WWW.UsSvo.com
CERTIFICATE T T
Tha three schedules required to complste this Quarterly Report are sttached and the disclosure tained thersin has besn approved by the board of Directors.
A copy of this Quarterly Report will be provided to any shareholder who requests it. R
DIRECTOR'S SIGNATURE PRINT FULL NAME DATE SIGNED
Y Y|M M|D ©
Y “Edwin Molina" BdwinMolina . ... .- .. .. lo]3li]i
DIRECTOR'S SIGNATURE - | PRINTFULLNAME e .. . |oaTESIGNED
: S e T Y Y(m Mo 0O
¥ “dntonJ. Drescher” Anton J. Drescher L 0 ] 3 14119
~Fareram— - — 5
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USA VIDEO INTERACTIVE CORP.
QUARTERLY REPORT
September 30, 2003
.~ (Stated in US Dollars)
{(Prepared by Management)

Schedule A: Financial Information
.=, See financial statements attached
Schedule B: 'S ,Supplementary Informatlon
1. Analysw of ¢ expenses and deferred costs for the current fiscal year-to—date:
Researchi and’ Development/General and admlmstratlve expenses )
Research and Development (Schedule 1-A) $ 34,000
Sellmg, General and Adm!mstratlve Expenses: '
Bank Charges & lnterest c $ 1,426
Consulting e 44,265
Filing Fees ~= oo v . 15,403
Public Relations -~ =+ 7~ 15,000
Membership Fees o 1,540
v Miscellaneous- s 3,231
- . Office’ (Schedule l-A) o 145,857
;.. Product:Marketing Costs. . . 25,408 -
“. - Professional Fees (Schedule 1-B) - 124,802 .
e ,'Renx o R 32,613
Telephone& Ut lmes ST 15,720
. Management Fees - C 5,400
", Transfer Agent* """ . 7,715
Travel&Promc-uon o 8,144 -
_Web sne AN - 2415 448.939

- .

;...,v(l) _'.: ef." g hed (Schedule A)

$ 482,939

. Schedule I-A Oﬁice

_: ., Annual General Meeting $ 48,997
‘* . Equipment Rental . 2,121
Labour Costs 72,270
-...News Dissemination o 4,091

" " Office Supplies P 5,297
2 <" "Postage and Délivery :* . ) .. 7,099
© " “Other ] 5,982

'$ 145857

—_—

Schedule 1-B - Professional Fees

Legal/ Accountmg ‘ $ » 124,802

F or.the current fiscal year to date:
a) Summary of securities issued durmg the period:

- See Note C - Common Stock

/¥
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- Private Placemen;é

IsuveDate  Priceperunit = #ofUnits ~  Gross Proceeds
roremll e
o B e
000 Ghicany  MSIOM00 e oy
09/22/03 $0.08 (US) '3'000’000 $240,000 (US)

$0.11 (Cdn.) $330,000(Cdn.)

- Exercise of Warrants

Issue Date Exercise Price  # of Shares Gross Proceeds

per warrant o } o . L.
06/12/03  $0.085 (US) 450,000 - $38250 - - U TIoe
06/20/03  $0.085 (US) 1,100,000 $93,500 _
06/23/03  $0.064 (US) 217,000 $13,888 e
06/26/03  30.064 (US) 75,000  $4,800

b) Summary of options granted during the period: Nil
3. As at the end of the quarter

a) Authorized capital: 250,000,000 common stock — no par value I
250,000,000 preferred stock — no par value
b) Number and recorded value for shares issued and outstanding: 7
114,337,089 common stock $31,180,90)
c-1) Suﬁmaw of Options Butstanding: (See Note C — Common Stock)
Summary. of Options issued/exercised during the period:

R e B L U e e e e s Caiae e L eeisas aaee e s s e

Stock Options

Exercise Price uanti

. Balance ~ June 30, 2003 . 25,000
Less  Options exercised: - 0
Options cancelled/expired: - 0
Add  Options granted: - 0 : 0
Balance — September 30, 2003 __25.000
: - Issue Date  Expiry Date  Exercise Price  Quantity

e e 1/31/02 1/31/04 $0.50 25,000
, c-2) Summary of Warrants outstanding: (See Note C - Common Stock)

Summary of Warrants issued/exercised during the period:
Share Purchase Warrants

Exercise Price Quantity
‘ Balance — June 30, 2003 23,208,000
Less  Warrants exercised - 0
Warrants cancelled/expired: 4,000,000
i Add:  Warrants issued: - 3,000,000 1,000,000

Balance — September 30, 2003 22,208,000




Expiry Date
- 12/31/03

< 06/28/04
T 1231004
02/14/04
" 04/08/05

05/30/05 .- - -

- 09/22/05

d) Nil

5. Directors:

Exercise Price
$0.26
$0.085

$0.064

. $0.0657

$0.075
$0.1175
$0.095

Edwin Molina, Anton J, Drescher, Maurice Loverso

Officers:

Edwin Molina — President and Chief Executive Officer

Anton J. Drescher — Chief Financial Officer and Secretary

Schedule C: Management Discussion

- See attached

e

Quantity
3,300,000
8,450,000
1,708,000
2,750,000
1,500,000
1,500,000
3.000.000
22.208,000

g
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BCSC

British Columbia Securities Commission

QUARTERLY AND YEAR END REPORT
BC FORM 51-901 F
(previously Form 61)

Freedom of Inf ] Protection of Privacy Act The persoﬁal information requested on this form is collected:undér‘ma aumori.ty of and used for
the purpose of administering the Securities Act. C) questions about the collection or use of this information can be directed to.the Supervisor, Finencial .
Reporting (604-899-6729), PO Box 10142, Paclfic Centre, 701 West Georgla Strest, Vancouver BC V7Y 1L2. Toll Free in British Columbla 1-800-373-6393

INSTRUCTIONS ’ '

This report must be filed by the Excharige Issuers within 80 days of the

and of thelr first, second and third quarters and within 140

days of their year end. “Exchange Issuer” means an issuer whose

securities are listed and postéd for trading on the Canadian Venture

Exchange and are not listed and posted on any other exchange or

quoted on a trading or quotation system In Canada. Three

schedules must be attached to this report as follows:

SCHEDULE A: FINANCIAL STATEMENTS

Financlal statements prepared tn accordance with generalry

accepted accounting principles are required as follows:

For the first, second and third financisl.quaiters: .

Interim financial statements prepared in accordance with section.

1751 of the CICA Handbook, Including the foliowing: batance sheek

income statement, statement of retained eamings, cash flow :

statement, and notes o the financial statements.

The periods required to be presénted, consi ‘withClCA

Handbook Section 1751 are as follows:

+ a balance sheet as of the end of the current interim period and
a comparative batance sheet as of the end of the immediately
preceding fiscal year o o

« astat t of retained ings cumutatively for the cument fiscal
year-to-date, with a comparative statement for the comparable
year-{o-date period of the immediately preceding fiscal year; and

+ incoms statements and cash flow statements for the current
interim period and cumulatively for the current fiscal year-io-date,
with comparative statements for the comparable interim periods
(current and year-to-date) of the lmrnedlamy precedlng fiscal
year

For the financis! year end:

Annual audited financlal statements prepared on a comparative

basis.

Exchange Issuers with a fiscat year less than or greater than 12

Months should refer to Nationat Policy No. 51 Changes in Ending

Date of o Financial Yesr and in Reporting Status for guldance.

Issuers in the development stage are directed to the guldance .

Aded In CICA A ting G finos AcG-11 Enterprises in the
Development Stage that states “enterprises in the development
Stage are encourag®d to disciose In the income statement and'in the
cash flow statement cumulative balances from the inception of the
davgu:pmnl stage.”

Issues that have been involved in a reverse take-over should refer
to the guldance found in BCIN #52-701 (previously NIN #91/21) with
respect to such transactions including the requirement for disclosure
of supplementary information regarding the lega! parent's prior
financial operations.

SCHEDULE B. SUPPLEMENTARY INFORMATION

The supplementary information set out below must be provided

when not included in Scheduls A.

1. Analysis of expenses and deferred costs

Provide a breakdown of amounts presented in the financiat

statements for the following: deferred or expensed exploration,

dr h, deferred or exp d development, cost of

The breakdown shoulkd separately present, at a mlnlmum each
component that comprises 20% or more of the total amount for a
material classification preserited of the'face of the financial
statements. All other components of 8. material classification may
be grouped together under the heading "miscelianeous’ or "other’
in the cost breakdown; the total for “misceflaneous"” should not
exceed 30% of the total for'a matertal ciassification.
Breakdowns.are requlred forthe  yearto-date period only,
Breakdowns are not required for comparative periods.

Issuers In the development stage are reminded thet Section . .
3(9)(b) of the BC Securities Commission's Rules requires a
schedule or note o the financial statements containing an.-. .
analysis of each of exploration, research, development and.
administration costs, whether expansed or deferred and if the
issuer Is a natural resource issuer; that analysis for each material
property. Because the anelysis required by Rute 3(8)(b) must be
included in the financlal' statements’:the information does not
have to be repaated In Schiedule B. Consistent with CICA
Accounting Gulgélines AEG-1-1, staff considers an issust to be in
the developmant stage when it Is devoting substantlally allof its
operations have not cofmmeénced. Furlhar ‘in staffs view, the fack
of significant revenuss for the past twe years nonnal!y Indicates
that an Issuer Is in the developmem stage. o

2. Related party transactions
Provide disclosure of all related party transactiom as spedm In
Secﬁonauowmemc.AHangbook S

3. . Summary of securities issued and opﬁons granted durlng the
period

Provide the !ollowlng lnfermation for me year-to-dats perlod

(a) summary of securities issued during the period, including
date of Issue, type of security (common shares, convertibla - -
debentures, etc.), type of issue (private placement, public”™
offering, exercise of warrants, eic.) number, prica, totat
proceads, type of conisideration (cash, property, efc.) and
commigsion pald, and

(b). summary of options granted during the perhd including
date, number, name of optionee for those options granted to -
Insiders, generic description of other optionees (e.g.

. employess”,) exercise price-and expiry date: -
4, Summary of securities as at the end of the reporting period -
Provide the following Information as at the end of the reporting

period: .

{a) description of authorized share capital Including number of
shares for each class, dividend rates on preferred shares
and whether 01' not wmulaﬂve redemptlon and oonverslon
end

{b) number and mcorded \ralua for shares issuad and
outstanding

(c) description of options, warmants and convertible securities
outstanding, inckiding number or amount, exercise or
conversion price and expiry date, and any recorded value,

and
(d) number of shares in each class of shares subject to escrow

sabes. marketing expenses, general and administrative expenses, : or pooling agreements,
and any other maleria! expenses reported In tha income 5. List the names of tha directors and officers as st the-dste this
statement and any other material deferred costs presented in the report is signed and filsd.
balance shest.
A Rnvar] K SN
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SCHEDULE C: MANAGEMENT DISCUSSION AND ANALYSIS
1. Generel instructions

{a) Managemant discussion and analysls provides management
with the opportunity to discuss an issuer's business, current -
financial results, position and future p.

(b) Focus the discussion on materiat inforation, lncludlng tiquidity,
capital resources, known trehds, commiments, events, risks
of uncertainties, that i3 reasonably expecied 1o have a
material effect on the issuer.

(¢} For an issuer with active ongoing operations the discussion
should be substantive (e.g. genarally two to four pages in
length); for an issuer with limited operations the discussion -
may not-be as extensive (e.g. one page).

(d) The discussion must be factual, balanced and non-promotionat.

(e) Whera the discussion relates {0.a mineral project, as defined in .
National Instrument 43-1.01."Standards of Disclosure for

Mineral Projects," the disclostite must complywith NI43- 101 4.

2, Description of Business-- - -
Provide & brlefdew‘l.pﬁon oﬂhe issuars ha,uslness \ere an
issuer ls Inactive and has no bysiness; dlsclose,
together with a description of any plans
business the issuer interids. to pursue.
3, Discussion of Operations and Finintial Condit o
vaideameanlngﬁ:ldbcusafonahd analyp&oqulssua& :

"~ operations fof the current year-io-dala périod'presefited i the
financial statements. Discuss the Igsoer's financial eénditlon’ as
atthe data of the- most recem b' ‘shebt prbsentdd ln the
financia! statements, :
The following is a list of items that Shmﬂdvaeddmsedin' o oo
management's discussion and analysis of the issuer's operaﬂons o
and financlal condition: This is not intérided to be‘an cxhausﬂve :
fist of the relevant lems.: =-v+  «uimesed popr e
{a) expenditures included i the analysis-of uxpeme&and éafenad

costs required under Securities-Rule.3(8)(b).and-Schedule B;
(b) acquisition or ahandonment of fesquree properties matprial.to,
the Issuer including material tarms.of aby aoquisition. ofdisposltbn.
{c) acquisition or disposition of other materiahgapital sssets .
Including material terms of the,ac Stbp.,pidlsposmon, o
(d) material write-off or write-glown of ma, .
(e) transactions with reiated partied, d
notes to the ﬁnandal statements; .
(h material contracts or commitients, L
(5) material variances between the tsuact Anincial resulte and” L
. information previously disclosed by the lssn'efﬁ ﬂbr example W
the issuer doés not achleVe revenud and profl estimates
previousty ralaased dxscuss mts fac:m mas:uns for tha
variance); - s ~
(h) material terms of any eadstlnq third pany hvestor telatbons
arrangements or contram Incmdm

Schedule B or tne B

raqpt)yata and me,'_.',_\_‘ . 5.

D By R 8.

i. the name of the person;
il. the amount paid during the reporting period; and
ill. the services provided during the reporting period;

() legal proceedings;

() contingent liabilities;

(k) defautt under debt or cther contractual obligations;

() abreach of corporate, securities or other laws, or of an
issuer's listing agreement with the Canadlan Venture
exchange including the nature of the breach, potential
ramifications and what is being dons to remedy it;

(m) reguiatory approval requirements for a significant transaction
Including whether the issuer has oblained the required
approval or has applied for the approval;

{n) management changes; or .

(o) speclal resolutions passed by shareholders.

Subsequent Events

Discuss any significant events and tranucﬁom that occurred

during the time from the date of the financial statements up to the

date that this report is certified by the issuer.

Financings, Principal Purposes and Milestones

(a) In atabular format, compare any previously disclosed principal
purposes from a financing 6 actuai axpenditum made during
the period.

(b) “ Explain any matsrial variances and the impact, if any, on the
issuer's ability to achieve previous!y disclosed objectives and
milestones.

Liquidity and Solvency

Discuss the issuer's working capital position and its ability to meet

its ongoing obligations as they become due.

How to File Undsr National Instrument 13-101 - 8ysum for

Elsctronic Document Anzlysis and Retrieval (SEDAR)

BC Fomm 51 -801 F Quarterly and Year £nd Reports are filed under

Category of Filing: Continuous Disclosure and Filing Type: Interim

Financial Statements or Annual Financial Statements. Schadule A

(Financial Statements) is filed under Document Type: interim Financial

Statemems or Annual Flnandal Statements. Schedule B
o jony and Schedule C (M
Dlseussion) ate' !led under Document Type: BC Fom 51 -901 F
(previously Document Type Form 81 (BC)).
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Schedule C: Management Discussion ¥

1. OVERVIEW OF THE COMPANY

' CAUTIONARY STATEMENT | S SOV

Certain statements contained in this Quarterly Report on Form 51=901*F'?("Re-port_")-, including, .

without limitation, statements containing the ‘words "believes," "ariticipates," "estimates,"
“expects,” and words of similar import, constitute "forward-looking statements.” Readers should

not place undue reliance on these -forward-lobking statements. USA Video's actual-results could - '

differ materially from those anticipated in these forward-looking statements ‘fot ‘t'naﬂy reasons,
including risks described in this Report, including the "Risk Factors" Section' contained in this

Item 1, and the other documents USA Video ﬁles w1th the Secuntles and Exchange Commtssxon .

("SEC")

Lok s

The following information has not beenaudited. ~ You shoﬁld read “this mfo’r'ntaﬁ’on in

conjunction with the unaudited financial statements and related notes to ﬁnanctal statements

included in Schedule A of this report.

USA Video Interactive Corp. ("USA Video” or'the "Company") desighs and  markets'to business '

customers streaming video and video-on-demand systems, services and source-to-destination
digital media delivery solitions that allow live or recorded digitizéd and coripressed video to be
transmitted through Internet, intranet, satellite or wireless connectivity. The Company's systems,
services and delivery solutions include video content production, content encoding, media asset
management, media and application hosting, multi-mode content distribution; transaction data.
capture and reporting, e-commerce, specialized engineering services, and Internet streaming
hardware. :

Although the Company has not generated any sales for the 2003 year, it continues to explore
opportunities that will result in new products for new revenue streams but there can be no
assurances that such efforts will be succéssful. o s T

USVQ holds the patent for Store-and-Forward theo—on-Demand (#5 130 792), ﬁled in 1990
and issued by the United States Patent and Trademark ©Offiee on July 14,1992, 1t has-been cited

by at least 145 subsequent patents. USVO holds similar patents in England; France; Spain, Italy, ‘

Germany, and Canada, and has a patent pendmg in Japan USVO anttmpates actlvely engagmg
in licensing this patent. :

The Company’s products and services are based on its proprietary Store and F orWa:d Video—on-
Demand ("VoD"). USA Video’s Store and Forward VoD i§.“a’ patented: technique for
transmlttmg video over switched (telephone-like) networks and allowing the user to view the
video using videocassette recorder (VCR)-like controls (play, pause,-stop;: etc) Store: and
Forward VoD is the mechanism by which the: delivery:of compressed video is managed and,
together with compression technology, facilitates the deltvery of vxdeo to an end user in a txmely
and interactive fashion. Lot ‘

) Doltar figures expressed in US cusrency unless otherwise indicated
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USA Video has developed a number of specific products and services based on these
technologies. These include StreamHQ(TM), a collection of source-to-destination media delivery
services marketed to businesses; EncodeHQ(TM), a service that digitizes and compresses
analog-source video; hardware server and encoder system applications under the brand name
Hurricane Mediacaster(TM); ZMail(TM), a service that delivers web and rich- media content to
targeted audiences; mediaClix(TM), a service that delivers content similar to Zmail but
originating from an existing web presence; and MediaSentinel(TM), -a patent-pending digital
watermarking technology to deter dxgrtal video piracy.

'Ille Company was n;cprporatcd on Apnl 18, 1986 as Fxrst Commerclal Financial Group Inc. in
the Province of Alberta, Canada. In 1989,its name was changed to chron Metals Canada Corp .
which purchased. 100% of.the. qutstandmg shares of USA Video Inc., a Texas corporation, in
order to focus on the dxgntal media business. In 1995, the Company changed its name to USA
Video Interactive Corp and continued its corporate existence to the State of Wyoming. The
Company has five wholly-owned subsidiaries: USA Video (California) Corp., USA Video
Corp., Old .Lyme Productions Inc,, .USA Video Technologies, Inc., and USVO, Inc. USA
Video’s executive and corporate oﬁices are located in Old Lyme, Connectlcut and jts Canadian
ofﬁces are located in Vancouver, British Columbia. .

BUSINESS OBJECTIVES:

Usvo has established the, following near-term business objectives: |

1. Leverage USVO s dxgua;l vldeo patent for llcensrng fees and partnerslups in the United States
and mtematlonally,

2. Patent and hcense new technology developed wntlun the corporate research and development |
program;- .ot 5 . . - .

3. Establish StreamHQ('IM) as the mdustry standard in the streaming video and rich media
marketplace; .. ‘ v

4, Attain indnstr); reco'g‘:;rlm:otl: for the superior architectllral, functional; and business :
dlﬁ'erentrators of the StreamHQ('I’M) architecture; ' o

5. Develop at least one cllent per. year for a complete StreamHQ(TM) system, mcludmg
.. intellectual property hcensmg and operatxonal support;

6. Expand StreamHQ(’IM) funcnonahty to provrde enhanced support for corporate trammg and
educatxon markets

2 CRITICAL A ~ COUNTING POLICIES

Our dlsc.xssron and analys:s of our ﬁnanclal condrtron and results of operanons are based upon
our financial statements; -which have been prepared. in accordance with accounting principles
generally accepted in the United States. The preparation of these financial statements requires us
to make estimates and judgments that affect the reported amounts of assets, liabilities, revenues
and expenses, and related disclosure of contingent assets and liabilities. On an on-going basis,
we evaluate these estimates, including those related to customer programs and incentives, bad

U Doltar figures expressed in US currency unless otherwise indicated
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debts, inventories, investments, intangible assets, income taxes, ~warranty -obligations,
impairment or dlsposal of long-lived assets, contingencies and litigation. We base our estimates
on historical experience and on various other assumptions that are believed to be reasonable
under the circumstances, the results of which form the basis for making judgments about the

carrying values of assets and liabilities that are not readily apparent from other sources. Actual _

results may differ from these estimates under different assumptions or condmons .

We consider the following accountmg policies to be both those most, nuportant to the portrayal

‘of our financial condition and the requu'e the most subjective judgment:

Revenue recognition;

Accounting for marketable securities;
Impalrmem or dlsposal of long-lived assets;
Inventory valuation and related reserves; and
Deferred taxes.

@ o e o @

REVENUE RECOGNITION. Software revenue and other servnces are recogmzed in accordance: A )
with the terms of the specific agreement, which is generally upon dehvery Mamtenance,

support and service revenue are recognized ratably over the term of the related agreement.

ACCOUNTING FOR MARKETABLE SECURITIES We class1fy our mvestment‘s'{ in
marketable securities as “available for sale.” We carry these investments at fair value, based on
quoted market prices, and unrealized gains and losses are mcluded in’ accumulated other

comprehensive income (loss), which is reflected upon the salé of our rnarl(etable secuntles in our'_

statements of operations.

S '.

IMPAIRMENT OR DISPOSAL OF LONG-LIVED ASSETS. Long-hved assets are reviewed in
accordance with Statement of Financial Accounting Standard (“SFAS”) 144;. Impalrmem or

disposal of long-lived assets losses are recognized in. ‘the. period the’ unpamnent or dlsposal '

occurs. Long-lived assets are reduced to their estimated fair value.

INVENTORY VALUATION AND RELATED RESERVES Inventorles

“valued at “the

lower of cost or market on a first-in, first-out basis. We use a sfandard cost syst em for’ purposes' o

of determining cost; the standards are adjusted as necessary to ensure they approxnmate ‘actual

costs.. We write down or reserve for estimated obsolete or excess_ mventory based upon,"‘

assumptions about future demand and market conditions. We compare 6urrent mven&ory levels

“~'on a product basis to our current sales forecast in order to assess our inventory reserve balance.-

Our sales forecasts are based on economic conditions and trends (both current and pto;ected),
anticipated customer demand and acceptance of our products current prodl.cts expected future

products and various other assumptions. If actual market condxtlons are less favorable than those A

pro;ected by management, additional write-downs may be reqmred

DEFERRED TAXES. We record a valuation allowance to reduce defcrred tax assets wben 1t is
more likely than not that some portion of the amount may not be realized.  During 2003, we
determined that it was no longer more likely than not that we would be able to realize all or part

of our net deferred tax asset in the future, and an adJustment to prov1de a valuation allowance

against the deferred tax asset that as charged to income.

) Dollar figures expressed in US currency unless otherwise indicated
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3.  LIQUIDITY ANli CAPITAL RESOURCES
At September 30, 2003 the Companys had a cash position of $154,498, compared to $48,708 at

December 31, 2002

The Company will fequire additional financing to fund current operations through the remainder b
of 2003. The Company has historically satisfied its capital needs primarily by issuing equity R
securities, The Company will require an additional $1.0 million to $1.5 million to finance
operations through ﬁscal 2004 and mtends to seek such financing through sales of its equity
securities.

Assuming the aforementioned $1.0 million to $1.5 million in financing is obtained, the Company
believes that continuing operations for the longer term will be supported through anticipated
licensing revenues and through additional sales of the Company's securities. Although longer-
term financing requirements may vary depending upon the Company's sales performance,
management expects that the Company will require additional financing of $1.0 million to $1.5
million through fiscal 2004. The Company has no binding commitments or arrangements for
additional ﬁnancmg, and ‘thére is no assurance that management will be able to obtam any
additional ﬁnancmg on terms acceptable to the Company, if at a]l

FACTORS THAT MAY AFFBCT FUTURE RESULTS OF OPERATIONS

Centain nsks and uncertamnes could cause actual results to dlffer materially from the results
contemplated by the forward-lookmg statements contained in this Report. Risks and uncertainties
have been set forth in the Company's Annual Report on Form 10-K, as well as in other
documents the Company files with the SEC. These risk factors include the following:

THE COMPANY S ABILITY TO CONT[NUE AS AGIONG CONCERN THE COMPANY '
HAS INCURRED SUBSTANTIAL LOSSES; IT EXPECTS TO INCUR LOSSES IN THE s
FUTURE, AND MAY NEVER ACHIEVE PROFITABILITY. ' o , ' \

To date, USA Video has not been profitable, has not generated sngmﬁcant revenue from
operations, and has incurred substantial losses. For the nine months ended September 30, 2003,
USA Video had a net loss of $513,115. As of September 30, 2003, the Company had an
accumulated deficit of $31,689, 556 and a working capital deficit of $555,330. The Company
intends “to conhnue o expend ‘significant 'financial and management resources on the
development of iig proposed products and services, and other : aspects of its business. As a result,
""the Company expects operating losses and negative cash flows to increase for the foreseeable
future. Consequently, _USA Video will need to generate significant revenues to achieve and
maintain proﬁtablllty The Company _may be unable to do so. If USA Video's revenues grow
more slowly ‘than anticipated or if operatmg expenses increase more than expected, or are not .
reduced sufficiently, it may never achieve profitability. Because of factors discussed in this
paragraph, USA Video's auditors, in their report on the Company's financial statements, have
expressed substantxal doubt concemmg the Company’s ability to continue as a going concern.

A S S A S S0

SECURITIES ISSUED DURING THE PERIOD

During the quarter ended September 30, 2003, the Company completed an offering of 3,000,000
units at a price of $0.08 per unit for total proceeds of $240,000. Each unit consisted of one share [.';,:

") Dollar figures expréssed in US curréncy unless otherwise indicated
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of common stock and one warrant to acquire one additional share at $0. 095 per share,
exercisable on or before September 23, 2005.

The offer and sale of the units were exempt from registration under Rule 506 of Regulation D of
the Securities Act. The Company limited the manner of the offering and _provided disclosure
regarding the offering and the Company to the investors. Two officers.and directors of the

Company, one employee of the Company, four additional unafﬁhated non-accredxted investors,

and four additional unaffiliated accredited investors purchased the securities. . The Company

~believes that a portion of these sales were also exempt under Regulation S under the Securities

Act, as the sales were made in offshore transactions to non-U.S. persons.
4. RESULTS OF OPERATIONS "

Results of Operations

The Company’s financial statements were prepared in accordance with accounting, principles

generally accepted in the United States, which differ in certain respects W1th these principles and
practices that the Company would have followed had its financial - stateme-lts been prepared in
accordance with accounting prmc1ples generally accepted in Canada B

(See US/Canada GAAP Reconciliation for a further explanation of these ‘d'ii“ferepees) -

Revenues

Sales for the nine-month period ended September 30, 2003 were $-0~, qompaned to revenue of
$146,701 for the nine-month period ended September 30, 2002. Sales for the three-month period
ended September 30, 2003 were $-0- compared to $57,125 three-month period ended September
30,2002. USA Video discontinued the sale of select services from its prototype StreamHQ(TM)
after customers' satisfaction and proof of concept. The Company no longer sells its individual
functions of StreamHQ(TM) USA Video intends to continue to develop and_expand its
StreamHQ(TM) services business, while pursumg opportumnes to . sell replicated
StreamHQ(TM) systems to _corporations "and orgamzatlons t.hat prefer systems solut:ons to
services solutxons , 4

Recently, due to the change in capital markets, plans to seek fundin for an temal sales ‘and

markgting team was put on hold mdeﬁmtely Since then the Compaxiy has foeused on partnenng , -

relationships with other companies to complete the execution of it StreamHQm-based businéss

o plan

Cost of Sales

ety "'E”

The cost of sales for the nine months ended September 30 2003 was $-0- i compared to

$96,205 for the comparable period of 2002. For the three-month penod ended September 30,
2003, the cost of sales was $-0- as compared to $38,663 for the comparable penod 2002. The

Selling, General and Admmlstratwe Expenses

Selling, General and Administrative expenses consisted of product marketmg expenses, ‘

consulting fees, office, professional fees and other expenses to execute the business plan and for

T

) Dotlar figures expressed in US currency unless otherwise indicated
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day-to-day operations :_of' the Company. Due to market conditions, Management has
implemented consolidation procedures to reduce the daily cost of Selling, General and
Administrative expenses.

Sellmg, General and Admmtstratxve expenses for the three months ended September 30, 2003
decreased $8, 683 o Sl 15 '702 from $l24 385 for the three months ended September 30, 2002.
For the nine months ended Séptember 30, 2003 these cost decreased by $326,377 to $448,939
from $775,316 for the. comparable penod The reduction was due to a reducnon in the
Company soperatlon j'L »'

Professional expense for the three months ended September 30, 2003, increased to $18,694 from
'$8,414 for the comparable period of 2002. For the nine months ended September 30, 2003 these
cost increased to $124,802 from $80,218 for the comparable period: The increase was due to the
Company performing due diligence in preparation of a patent infringement suit.

Depreciation ‘and’ amortizatnon expense for the nine months ended September 30 2003 was
$14,543, as compared to $397,874 for the comparable period of 2002. For the three-month
period ‘ended September 30, 2003, deprecxatnon and amortization _expense was $4,848 as
compared to $132,624 for the comparable period 2002, The decrease was use to the impairment
of long-lived assets m 2002

The Company has arrangcd for additional staff/consultants to engage in marketing activities in
an effort to identify and assess appropriate market segments, develop business arrangements with
prospective partners, create awareness of new products and services, and communicate to the
industry and potentnal customers Other components of Sellmg, General and Administrative
expense dld not change mgmﬁcantly

Resear_ch and Developm‘ent'_E'xpenses

Research &nd development '"nses consisted pnmanly of compensanon, hardware software,
licensing fees, and new product qpplxcanons for the Company's proprietary StreamHQ™ and
digital watermark and ﬁngerprmt technology. Research and development expenses decreased to
$34,000 for the nine months ended September 30, 2003, from $273,839 for the comparable
period in 2002 and to $34,000 for the three months ended September 30, 2003 from $38,258 for
the comparable ‘period” in 2002 Management has raised capital to resume research and
development of 1ts dlgxtal watermark and ﬁngerpnnt technology.,

“*"Other Income

During the nine months ended September 30, 2003, the Company settled debt of approximately
$201,000 for $131,000 at a gain of $70,000, and sold fixed assets with a $95,000 book value for
$115,000 reallzmg of $20,000 During  the nine months ended September 30, 2002, the
Company sold stock of refated regtstered companies for a loss of $93,519.

Impairment Loss on Long—Lwed Assets
As the result of the Company’s inability to raise revenues m aocordance with the corporate

business plan, the company continued operating at a loss of the nine-month period ended
September : 30, 2003. Asa result, the Company commenced an impairment review of its long-

Y Doltar figures expressedin US currency unless otherwise indicated
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lived assets in accordance with Statement of Financial Accounting Standard (“SFAS”)144
“Accounting of the Impairment or Disposal of Long-Lived "Assets”. ' As an result of this
impairment review, the ‘Company recorded an impairment loss of approx1mately $100,000
during the nine month period ended September 30, 2003 and $75,000 "during the thrée month -
period ending September 30 2003, to reduce the carrymg value of these assets to its est1mated
fair value.

‘Net Losses

To date, the Company has not achieved profitability and, in fact, expects to incur substantial net
losses for at least the remainder of 2003. The Company's niet loss for the nine ‘months ended

September 30, 2003 was $513,115 as compared with a net loss of $1,882,873.for the nine months
ended September 30, 2002 and for the three months ended September 30, 2003 was $224,312 as

compared to $641,336 for the comparable period.
Investor Re‘latiops :

Investor relations activities are conducted in-house, Costs associated w1t.hrespect to investor
relations totalled $15,000 for the nine months ending September 30 2003 as’ compared to
- $12,843 for the nine months ended September 30, 2002. : ¥

5. USA VlDEO US/CANADA GAAP RECONCILIATIONS —
DIFFERENCE BETWEEN UNITED STATES AND CANADIAN ACCOUNTING
PRINCIPLES

These financial statements have been prepared in accordance with 'é'cz:biih'tiﬁg principles
generally accepted in the United States, which differ in certain respects with those principles and
practices that the Company would have followed had its financial statements been prepared in
accordance with accounting principles and practices generally accepted in Canada.

The Company’s accounting principles generally accepted in the Umted Statcs differ from
accounting principles generally accepted in Canada as follows: v v oo,

L Marketable Securities

Under U.S. GAAP marketable securities are recorded at market value at the balance sheet date if
..they are classified as trading securities or as available-for-sale. Unrealized gains resulting from
revaluation are recorded as other comprehensive income and included as a separate component
of shareholders’ equity. Under Canadian GAAP marketable securities are cafried at the lower of
cost or market value and gains are not recorded until realized.

2. Non-cash Compensation Charges

Under U.S. GAAP, the Company is required to record non-cash compéﬁ:s"at'iz)’ri expénse when the
following events occur: . .

o Share purchase options are granted to employees and consultants at exercise prices below
the market value of the Company’s shares on the date of the grant. The Company is required to
record expense equal to the intrinsic value of the options at the date of the grant.

) Doflar fignres expressed in US cusrency unless otherwise indicated
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o) Share pnvate placcments are entered into with employees where the unit price of the

private placement is below the market value of the shares at the private placement date. The

Company is required to ‘record expense equal to the value of the difference between the unit price
and the market value at the close of the previous day of the private placement

o ‘Warrants attached to private placements entéred into with employees have exercise prices
below the fair market value of the shares at the close of the previous day of the private
placement. The Company is required to record expense equal to the intrinsic value of the
warrants at the date of the private placement.

Under CanadnanGAAP, ihesq: expenses are not rééotded.

The dlfferences in the:.':"nancml statements due to the above deferences in accountmg principles
are as follows:

As Stated Under As Stated Under
US GAAP Canadisn GAAP
Tptal CurrcnlvAssc?sb ‘ $ 169,261 $ 169,261
" Total Asscts o iy .s'-_ 215936 $ 215936
Accounts ﬁyable and A@md Expenses 3 684,629 $ - 684,629
Total Liabilities s 724,591 s 724,591
. Comamon stock . s A 31,130.901;' $ 29,101,555
Accumulated othcr comprehcnsrve lncome (loss) H ' 4 ) N .
Accumulated defxcn ] (31,689,556) H (29,610,210)
V ,,,Smckhomrs pguny s - (508,655). H (508.655)
* Total liabilifies 2nd stockholdas equity 8 515,936 -5 215,936
Olhcxcomprehenswe mcome ' '
Change in unrealized loss on  investments :
" Experises T et 5 - - ’
Non-cashcompcnsauon charges RE I . 14,430 - -$ -
Total expenses H 612,158 s 597 728
Loss from operations $ (612,158) s (597:728)
-; . NetLoss}. - [ § <o (813,118) -3 (498,685)
g : "‘Nelloss pcr:hare 'basxc m’ddnlutcd T (0.00) R (0.00)
+F afahe? i’JZ: fom omungmwm“ T R €181 D) s " (498,685)
Non-cash compcnsation charge E s o 14,430 s -

6. LEGAL PROCEEDINGS

USA Video is not a party to any material pendmg legal proceedings except as disclosed in the
Company’s Notes to Consolidated Financial Statements — Note D — Contingent Liabilities

U Dollar figures expressed in ‘US currency unless otherwise indicated”
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S renni-s ettt S

On April 10, 2003, the Company announced that is subsidiary, USA Video Technology
Corporations, had filed a lawsuit in the US District Court for the District of Delaware against
Movielink, LLC. The Company alleges that Movielink, a Delaware company, has infringed and
continues to infringe on the Company’s patented online move delivery system.

7. OTHER

-Change of Registrar/Transfer Agent

On July 2, 2003, the Registrant announced that effective July 8, 2003, Computershare
Trust Company, Inc. of 350 Indiana Street, Suite 800, Golden, Colorado, U. S. A., 80401
(telephone (303) 262-0600 and Fax (303) 262-0700 and e-mail www. computershare.com ) will
be the Registrant's registrar and transfer agent, replacing CIBC Mellon Trust Company of
Calgary, Alberta, Canada. Computershare Trust Company has an office at 600, 530-8th Avenue
8. W., Calgary Alberta, Canada T2P 388 (telephone (403) 267-6800).

) Dollar figures expressed in US currency unless otherwise indicated -
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